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Brian K. Cherry 
Vice President, Regulation and Rates 

 Pacific Gas and Electric Company                                                               
 77 Beale Street, Mail Code B10C 
            P.O. Box 770000 
 San Francisco, CA  94177 

  

 
Subject:  Irrigation District and Water Agency Letter Agreement and 
                Legacy Costs 
 
 
Dear Mr. Cherry: 

 
   Advice Letter 3752-E is effective May 5, 2011 per Resolution E-4403. 
    
    

Sincerely, 

 
Julie A. Fitch, Director 
Energy Division 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



  Jane K. Yura 
Vice President 
Regulation and Rates 

Pacific Gas and Electric Company 
77 Beale St., Mail Code B10B 
P.O. Box 770000 
San Francisco, CA  94177 
 
Fax:  415.973.6520 

 
November 5, 2010 
 
Advice 3752-E 
(Pacific Gas and Electric Company ID U 39 E) 
 
Public Utilities Commission of the State of California 
 
Subject: Irrigation District and Water Agency Letter Agreement and 

Legacy Costs 
 
Pacific Gas and Electric Company (PG&E) hereby seeks California Public Utilities 
Commission (CPUC) approval of letter agreements executed with South Feather 
Water & Power Agency (SFWP) for the Lost Creek Dam Agreement and the Sly 
Creek Dam Agreement (Dam Agreements).  The Dam Agreements are cost 
sharing agreements between SFWP and PG&E for late-term capital investments.  
 
In addition, PG&E seeks CPUC approval of a letter agreement between PG&E 
and SFWP for legacy costs (Legacy Cost Agreement).1  The Legacy Cost 
Agreement delineates the cost responsibility for certain work started prior to June 
30, 2010, the power contract expiration date, but that will be completed after 
contract expiration.   
   
Background 
 
SFWP is one of six irrigation districts and water agencies (IDWA) from which 
PG&E receives/received power under 50-year term power purchase agreements.2    
The two SFWP power purchase contracts include, the South Fork Project Power 
Purchase Contract (PPC), executed June 15, 1960, and the Sly Creek Project 
Power Purchase Contract, executed March 26, 1981 (collectively the “SFWP 
PPCs”).  The SFWP PPCs expired on June 30, 2010.  
 
Within the allowable provisions of the IDWA agreements and the FERC licenses 
governing these hydro projects, IDWAs own and operate the projects and PG&E 
receives the full power production from these facilities.  In return, PG&E makes 
payments to the IDWAs sufficient for them to pay the projects’ bond indebtedness, 

                                            
1 The Legacy Cost Agreement has not been executed as of the date of this advice filing.  However, 

PG&E does not anticipate changes to the pro forma agreement included herein in Confidential 
Appendix D. 

2 In addition to SFWP, PG&E maintains agreements with Merced Irrigation District, Nevada 
Irrigation District, Placer County Water Agency (PCWA), Solano Irrigation District, and Yuba 
County Water Agency.   
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operation and maintenance (O&M), and capital replacement expenses, and 
provides project special facilities and transmission interconnection services.    
 
Under the provisions of these agreements, the IDWAs are obligated to:  
 

(1) replace structures, facilities, and equipment of the project whenever they 
are no longer capable of reliably or economically performing the service for 
which they were designed; 

(2) make changes to the project as are reasonably required to improve 
economy of operation; and  

(3) maintain ownership of all federal and state licenses and permits, which for 
the IDWA includes all necessary O&M for the project.   

However, the IDWAs are only obligated to perform these functions to the extent 
that PG&E makes sufficient funds available to do so.  In return for the power 
received from these projects, PG&E pays all costs associated with the IDWA 
projects including O&M expenses, capital replacement costs, and the IDWAs’ 
revenue bond debt service.   

 
Given the take-or-pay nature of these contracts, it is in the ratepayers’ best 
interest to ensure that the IDWAs’ projects are efficiently operated and 
economically maintained to maximize their commercial availability and value.  
Thus, PG&E proactively monitors, reviews, and approves the projects’ O&M and 
regulatory compliance activities and expenses. 
 
Although most agreements with the IDWAs are approaching the end of their 50-
year contract term, many of the IDWAs must continue to make major capital 
improvements to either replace equipment that is approaching the end of its 
service life, or make improvements to existing facilities in response to regulatory 
mandates from agencies with jurisdiction over the projects (e.g. California Division 
of Safety of Dams, the Federal Energy Regulatory Commission (FERC), etc.).   
 
Generally, PG&E and the IDWAs disagree on the level of PG&E’s cost 
responsibility for certain late-term capital improvements, given that the equipment 
lifespan would extend beyond the term of the contracts.  The IDWAs believe that 
PG&E is obligated to pay the full cost of such late term improvements; PG&E’s 
position is that it is responsible only for a pro-rata share of the costs 
commensurate with the benefits ratepayers will receive over the remaining term of 
the contracts in proportion to the service life of the proposed improvement. 
 
On a case-by-case basis, PG&E and the respective IDWAs have negotiated and 
agreed to share costs on certain late-term capital improvement projects that 
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extend beyond the term of the contract.3  The Dam Agreements, at issue in this 
advice letter, reflect such a cost sharing arrangement.  The Dam Agreements 
provide ratepayer benefits by potentially relieving PG&E from the full cost of the 
improvements it might otherwise be held responsible for under the terms of the 
SFWP PPCs.  In addition, the Dam Agreements avoid the cost and uncertainty of 
litigation.   
 
In this advice letter, PG&E is also requesting approval of the Legacy Cost 
Agreement affirming PG&E’s obligation to pay for certain ongoing O&M costs.  
The Legacy Cost Agreement memorializes the treatment of other ongoing project 
expenses that extend beyond the term of the Sly Creek PPC.   
 
The Dam Agreements and the Legacy Cost Agreement were negotiated prior to 
the expiration of the SFWP PPCs.  The agreements allow PG&E and SFWP to 
reasonably resolve the respective and differing positions regarding PG&E’s 
obligations under the terms of the contract, and thus should be approved. 
 
Request 
 

1. Dam Agreements 
 
SFWP is the owner of the South Feather Power Project (SFPP), FERC Project 
No. 2088, a water and hydroelectric project located on the South Fork Feather 
River and tributaries, of which the Sly Creek and Lost Creek dams are major 
components.  SFWP is required by the FERC and the California Division of 
Safety of Dams (DSOD) to ensure that its spillway facilities are able to safely 
pass Probable Maximum Flood Flows (PMF), which have been accepted by 
both FERC and the DSOD. 

 
SFWP has analyzed the existing spillways and determined that its spillways at 
Sly Creek and Lost Creek dams (Dams) are not able to pass the PMF without 
risk of dam failure, property damage or injury to persons; therefore FERC has 
ordered SFWP to modify the Dams to allow safe passage of PMF flows.  In 
accordance with this order, SFWP has designed spillway improvements that 
will allow the Dams to safely pass PMF flows. 

                                            
3 SFWP and PG&E entered into a cost sharing agreement on March 25, 2008, to replace a 

transformer and attendant 115 kV circuit breaker in 2008 such that following the 2010 expiration 
of the contract SFWP agreed to repay PG&E for a percentage of the project costs.  (See PG&E’s 
2008 ERRA Compliance Review Testimony, A.09-02-008, Chapter 5, Contract Administration of 
Qualifying Facility and other Must-Take Power Purchase Agreements which was approved in 
D.09-12-002).  Additionally, on September 28, 2009, PG&E and PCWA entered into a Joint 
Funding Agreement whereby the parties agreed to spilt the estimated cost of a spillway 
improvement project.  See PG&E’s 2009 ERRA Compliance Review Testimony, A.10-02-012, 
Chapter 5, Contract Administration of Qualifying Facility and other Must-Take Power Purchase 
Agreements which is pending approval.  
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PG&E contends that the SFWP PPCs do not obligate PG&E to pay for the full 
costs of the Dam spillway improvements, and SFWP disputes PG&E’s 
contention.  To resolve this dispute, PG&E and SFWP have negotiated the 
Dam Agreements to share responsibility for funding the remaining design and 
the construction of the Dam modifications.  PG&E requests that the CPUC 
approve the Dam Agreements and allow PG&E to fully recover the costs that it 
incurs under these agreements through the Energy Resource Revenue 
Account (ERRA).  A summary of the cost sharing arrangement proposed in the 
Dam Agreements is included in Confidential Appendix B.  The Dam 
Agreements are included in Confidential Appendix D.     

 
2. Legacy Costs Agreement 

 
Although the SFWP PPCs expired on June 30, 2010, PG&E and SFWP have 
agreed certain ongoing project expenses will be borne by PG&E and paid after 
the contract expiration date.  The Legacy Cost Agreement memorializes the 
parties’ responsibilities for O&M project expenses that extend beyond June 30, 
2010, but for which cost responsibility was fully determined to be PG&E’s 
obligation prior to the expiration date.  Completion of the work was delayed 
beyond June 30, 2010, because of procurement delays, unforeseen technical 
problems, and/or unavailability of labor resources.   

These costs are conceptually different from the costs in the Dam Agreements 
described above. The Dam costs are “shared costs” which neither PG&E nor 
SFWP feel they are responsible for, but were agreed to by both parties to avoid 
protracted litigation.  However, the Legacy Costs are for repairs and 
improvements that are adequately deemed PG&E’s responsibility for 
reimbursement under the SFWP PPCs and were already in progress prior to 
June 30, 2010.   

PG&E requests that the CPUC approve the Legacy Cost Agreement and allow 
PG&E to fully recover the costs that it incurs under this agreement through 
ERRA.  A summary of the legacy costs and cost sharing arrangements related 
to these legacy costs is included in Confidential Appendix B.  The Legacy Cost 
Agreement is included in Confidential Appendix D. 

Conclusion 
 
PG&E requests that the CPUC approve the Dam Agreements related to the Lost 
Creek Dam and Sly Creek Dam and the recovery of the associated costs in ERRA. 
 
PG&E also requests that the Commission approve the Legacy Costs Agreement 
and recovery of associated costs, which will be borne by PG&E and paid after the 
expiration of the SFWP PPCs, in ERRA. 
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Protests 
 
Anyone wishing to protest this filing may do so by letter sent via U.S. mail, by 
facsimile or electronically, any of which must be received no later than November 
29, 2010.4  Protests should be mailed to: 
 

CPUC Energy Division 
Tariff Files, Room 4005 
DMS Branch 
505 Van Ness Avenue 
San Francisco, California  94102 
 
Facsimile: (415) 703-2200 
E-mail: jnj@cpuc.ca.gov and mas@cpuc.ca.gov 

 
Copies of protests also should be mailed to the attention of the Director, Energy 
Division, Room 4004, at the address shown above. 
 
The protest also should be sent via U.S. mail (and by facsimile and electronically, 
if possible) to PG&E at the address shown below on the same date it is mailed or 
delivered to the Commission:  
 

Jane K. Yura 
Vice President, Regulation and Rates 
Pacific Gas and Electric Company 
77 Beale Street, Mail Code B10B 
P.O. Box 770000 
San Francisco, California  94177 
 
Facsimile: (415) 973-6520 
E-mail: PGETariffs@pge.com 

 
Effective Date 
 
PG&E requests that this Tier 3 advice filing become effective on the day of filing, 
November 5, 2010.   
 
Notice 
 
In accordance with General Order 96-B, Section IV, a copy of this advice letter is 
being sent electronically and via U.S. mail to parties shown on the attached list. 
Address changes to the General Order 96-B service list should be directed to 
email PGETariffs@pge.com. For changes to any other service list, please contact 

                                            
4 Twenty days after the date of this filing falls on the Thanksgiving holiday.  As such, this is the first 
business date after the holiday. 
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the Commission’s Process Office at (415) 703-2021 or at 
Process_Office@cpuc.ca.gov. Send all electronic approvals to 
PGETariffs@pge.com. Advice letter filings can also be accessed electronically at 
http://www.pge.com/tariffs.  
 

 
 
Vice President, Regulation and Rates 
 
Limited Access to Confidential Material: 
The portions of this Advice Letter marked Confidential Protected Material are 
submitted under the confidentiality protections of Sections 583 of the PU Code and 
GO 66-C. A separate Declaration Seeking Confidential Treatment regarding the 
confidential information is filed concurrently herewith. 
 
Attachments: 

Appendix A:  South Feather Water & Power Agency Power Purchase 
Contracts 

Confidential Appendix B:   Summary of Dam Agreements and Legacy Cost 
Agreement 

Confidential Appendix C:  Declaration of Annette Faraglia Seeking Confidential 
Treatment for Certain Data and Information Contained 
in Advice 3752-E 

Confidential Appendix D:   Dam Agreements and Legacy Cost Agreement 

 
 
  
 



 

CALIFORNIA PUBLIC UTILITIES COMMISSION 
ADVICE LETTER FILING SUMMARY 

ENERGY UTILITY  

MUST BE COMPLETED BY UTILITY (Attach additional pages as needed) 

Company name/CPUC Utility No. Pacific Gas and Electric Company (ID U39 M) 

Utility type:   Contact Person: Olivia Brown 

⌧ ELC ⌧ GAS      Phone #: 415.973.9312 

� PLC � HEAT � WATER E-mail: oxb4@pge.com 

EXPLANATION OF UTILITY TYPE 

ELC = Electric              GAS = Gas � 
PLC = Pipeline              HEAT = Heat     WATER = Water 

(Date Filed/ Received Stamp by CPUC) 

Advice Letter (AL) #: 3752-E Tier: 3 
Subject of AL: Irrigation District and Water Agency Letter Agreement and Legacy Costs 
Keywords (choose from CPUC listing): Agreements 
AL filing type: � Monthly � Quarterly  � Annual  ⌧ One-Time  � Other ____________________________ 
If AL filed in compliance with a Commission order, indicate relevant Decision/Resolution #: N/A 
Does AL replace a withdrawn or rejected AL?  If so, identify the prior AL: No 
Summarize differences between the AL and the prior withdrawn or rejected AL: N/A 
Is AL requesting confidential treatment?  If so, what information is the utility seeking confidential 
treatment for: No 
Confidential information will be made available to those who have executed a nondisclosure 
agreement: Yes 
Name(s) and contact information of the person(s) who will provide the nondisclosure agreement and 
access to the confidential information: Charles Middlekauff at 415.973.6971 or crmd@pge.com 
____________________________________________________________________________________________ 
Resolution Required? ⌧ Yes  � No   
Requested effective date: November 5, 2010 No. of tariff sheets: N/A 
Estimated system annual revenue effect (%):  N/A 
Estimated system average rate effect (%): N/A 
When rates are affected by AL, include attachment in AL showing average rate effects on customer 
classes (residential, small commercial, large C/I, agricultural, lighting). N/A 
Tariff schedules affected: N/A 
Service affected and changes proposed: N/A 
Protests, dispositions,  and all other correspondence regarding this AL are due no later than 20 days 
after the date of this filing, unless otherwise authorized by the Commission, and shall be sent to: 
CPUC, Energy Division  Pacific Gas and Electric Company 
Tariff Files, Room 4005 
DMS Branch 
505 Van Ness Ave., San Francisco, CA 94102 
jnj@cpuc.ca.gov and mas@cpuc.ca.gov 

Attn: Jane K. Yura, Vice President, Regulation and 
Rates 
77 Beale Street, Mail Code B10B 
P.O. Box 770000 
San Francisco, CA 94177 
E-mail: PGETariffs@pge.com 

 
 
 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIFORNIA 

 
DECLARATION OF SHANNON L. SIMS IN SUPPORT OF  

ADVICE 3752-E, CONFIDENTIAL APPENDICES B THROUGH D 
 
 

I, Shannon L. Sims, declare: 

1. I am a Senior Regulatory Analyst in the Energy Proceedings department at Pacific 

Gas and Electric Company (PG&E).  I am responsible for short-term electric procurement cost 

recovery and reporting requirements at PG&E.  In carrying out these responsibilities, I have 

acquired knowledge of PG&E’s contracts with irrigation districts and water agencies (IDWA). 

2. Based on my knowledge and experience, and in accordance with the 

“Administrative Law Judge’s Ruling Clarifying Interim Procedures For Complying With 

Decision 06-06-066,” issued in Rulemaking 05-06-040 on August 22, 2006, I make this 

declaration seeking confidential treatment of Confidential Appendices B through D of Advice 

3752-E. 

3. Attached to this declaration is a matrix that identifies the data and information for 

which PG&E is seeking confidential treatment.  The matrix specifies that the material PG&E is 

seeking to protect constitutes the particular type of data and information listed in the “IOU 

Matrix” attached as Appendix 1 of Decision 06-06-066.  The matrix also specifies the category 

or categories in the IOU Matrix to which the data and information corresponds, and why 

confidential protection is justified.  Finally, the matrix specifies that: (1) PG&E is complying 

with the limitations specified in the IOU Matrix for that type of data or information; (2) the 

information is not already public; and (3) the data cannot be aggregated, redacted, summarized or 

otherwise protected in a way that allows partial disclosure.  By this reference I am incorporating 

into this declaration all of the explanatory text in the attached matrix.   

 



I declare under penalty of perjury, under the laws of the State of California, that the 

foregoing is true and correct.  Executed on November 5, 2010, at San Francisco, California. 
 
 
 
                        /s/ 
 SHANNON L. SIMS 
 



1 PACIFIC GAS AND ELECTRIC COMPANY
2 Document: Appendices B through D of Advice 3752-E
3 IDENTIFICATION OF CONFIDENTIAL INFORMATION  PER DECISION 06-06-066
4
5

6 Redaction Reference

1) The material submitted 
constitutes a particular type of

data listed in the Matrix, 
appended as Appendix 1 to 

D.06-06-066 (Y/N)

2) Which category or 
categories in the Matrix the 

data correspond to:

3) That it is complying with the 
limitations on confidentiality 

specified in the Matrix for that 
type of data (Y/N)

4) That the information is not 
already public (Y/N)

5)  The data cannot be aggregated, 
redacted, summarized, masked or 
otherwise protected in a way that 

allows partial disclosure (Y/N)

PG&E's Justification for Confidential 
Treatment Length of Time

7

8

Confidential Appendix B - 
Summary of Dam Agreements 
and Legacy Cost Agreement

Y
Page 15, Section VII - Bilateral 

Contract Terms and Conditions - 
Electric, Section B 

Y N N Specific Agreement Terms and Conditions 
are market sensitive information

3-years from the date contract states 
deliveries to begin; or until one year 

following expiration whichever comes 
first

9

Confidential Appendix C - 
Declaration of Annette Faraglia 
Seeking Confidential Treatment 
for Certain Data and Information

Contained in Advice 3752-E

Y
Page 15, Section VII - Bilateral 

Contract Terms and Conditions - 
Electric, Section B 

Y N N Specific Agreement Terms and Conditions 
are market sensitive information

3-years from the date contract states 
deliveries to begin; or until one year 

following expiration whichever comes 
first

10
Confidential Appendix D - Dam 
Agreements and Legacy Cost 

Agreement
Y

Page 15, Section VII - Bilateral 
Contract Terms and Conditions - 

Electric, Section B 
Y N N Specific Agreement Terms and Conditions 

are market sensitive information

3-years from the date contract states 
deliveries to begin; or until one year 

following expiration whichever comes 
first

Date: November 5, 2010

Confidentiality Matrix.xls



























































































































































































































PG&E Gas and Electric 
Advice Filing List 
General Order 96-B, Section IV 
 

 

 Dept of General Services North Coast SolarResources 
Alcantar & Kahl LLP Division of Business Advisory Services Northern California Power Association 
Ameresco Douglass & Liddell Occidental Energy Marketing, Inc. 
Anderson & Poole Downey & Brand OnGrid Solar 
Arizona Public Service Company Duke Energy Praxair 
BART Dutcher, John R. W. Beck & Associates  
Barkovich & Yap, Inc. Economic Sciences Corporation RCS, Inc. 
Bartle Wells Associates Ellison Schneider & Harris LLP Recurrent Energy 
Bloomberg Foster Farms SCD Energy Solutions 
Bloomberg New Energy Finance G. A. Krause & Assoc. SCE 
Boston Properties GLJ Publications SMUD 
Braun Blaising McLaughlin, P.C. Goodin, MacBride, Squeri, Schlotz & 

Ritchie 
SPURR 

Brookfield Renewable Power Green Power Institute San Francisco Public Utilities Commission 
CA Bldg Industry Association Hanna & Morton Santa Fe Jets 
CLECA Law Office Hitachi Seattle City Light  
CSC Energy Services In House Energy Sempra Utilities 
California Cotton Ginners & Growers Assn International Power Technology Sierra Pacific Power Company 
California Energy Commission Intestate Gas Services, Inc. Silicon Valley Power 
California League of Food Processors Lawrence Berkeley National Lab Silo Energy LLC 
California Public Utilities Commission Los Angeles Dept of Water & Power Southern California Edison Company 
Calpine Luce, Forward, Hamilton & Scripps LLP Spark Energy, L.P. 
Cardinal Cogen MAC Lighting Consulting Sunshine Design 
Casner, Steve MBMC, Inc. Sutherland, Asbill & Brennan 
Chris, King MRW & Associates Tabors Caramanis & Associates 
City of Palo Alto Manatt Phelps Phillips Tecogen, Inc. 
City of Palo Alto Utilities McKenzie & Associates Tiger Natural Gas, Inc. 
Clean Energy Fuels Merced Irrigation District TransCanada 
Coast Economic Consulting Modesto Irrigation District Turlock Irrigation District 
Commercial Energy Morgan Stanley United Cogen 
Consumer Federation of California Morrison & Foerster Utility Cost Management 
Crossborder Energy NLine Energy, Inc. Utility Specialists 
Davis Wright Tremaine LLP NRG West Verizon 
Day Carter Murphy Navigant Consulting Wellhead Electric Company 
Defense Energy Support Center Norris & Wong Associates  Western Manufactured Housing 

Communities Association (WMA) 
Department of Water Resources North America Power Partners eMeter Corporation 

 


